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Fresh Apples

ASSOMELA, the Italian Apple Producers’ Association, estimates 2006-2007 national
production at 2.04 million tons of above-average quality apples, exceeding the 2 million tons
grown in 2006. Italian apple production accounts for almost 20% of total EU production.
Weather conditions in 2006-2007 in northern Italy, the main growing region, were more
clement that the previous year. While Italian apple quality varies with the region of
cultivation, in general, the 2007/2008 crop is expected to be average to good. Last year halil
and heavy rains resulted in poor quality fruit.

According to the most recent production forecasts, the increase in Italian production is in
contrast to a decrease in overall European production which is forecast to drop by 13% from
9.8 million tons in 2006 to 8.5 million tons in 2007. The largest EU production decrease is
expected in Eastern Europe, where output is predicted to fall 45%, from 3.18 million tons in
2006 to 1.72 million in 2007. Bad weather has affected production in Poland, Hungary and
Slovakia. This downturn in production is partly offset by a slight rise in the “original” EU 15
countries (mainly the United Kingdom, Holland, Austria, France and Italy), turning out 6.7
million tons in 2006 and 6.85 million tons in 2007. Italian apple producers are hopeful that
the decrease in Eastern European production will boost Italian exports.

Italians are very fond of apples, consuming more than 17 kilos per person a year. The
average quality level of the Italian apple-growing industry during the past few years has
improved due to constant refining of farming practices, including improved conservation,
selection and packaging techniques, coupled with progressive farming concentrated in hills
and mountains - the most suitable planting area for apples. In Italy, four cultivars represent
75% of production - Golden Delicious, Red Delicious, Fuji and Gala.

Italy: Fresh Apple Production Forecast (tons) by Variety for 2007
(Please convert all periods to commas) Tonnellate - tons
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50.758

60.000

Lombardia

(Valtellina)
38.300

35.042

Emilia

Romagna

190.772

162.325

Piemonte

260.396 | 228.256

248.689 | 201.087

Trentino | Veneto

Alto

Adige

897.482 | 417.636

921.314 | 362.919

USDA Foreign Agricultural Service

EU: Fresh Apple Production Forecast (tons) for 2007
(Please convert all periods to commas) Tonnellate — tons
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Leading Italian Apple Producing Regions (tons) — 2007

Italian

Region

Estimate

for 2007

Final

Output

for 2006

Source: ASSOMELA - CSO
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Apple stocks

Presently Italian apple stocks are very low due to a successful export marketing in 2006,

good internal consumption and reduced competition from other EU producers. As of June 1,
2007, apple stocks totaled 139,908 tons.

Italian Apple Stocks

Apple Variety Stocks June (tons) June-May 07 Jun 07/June 06
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Trade

The latest ISTAT trade data report that Italian apple exports for the marketing year
2006/2007 dropped to just under 708,000 tons, compared with nearly 730,000 tons the
previous year. However, while export quantity fell, the value of export sales rose to € 500

million, a 23% increase from the previous year. Apple prices on average were 0.71 Euros
per kilo. Italy exports roughly 28% of its apple production.

During the last marketing year, apples exported to EU 25 countries dropped represented
83% of total Italian exports, compared to 90% for the previous year. This percent change is
because Italian apples are now reaching new markets, specifically the Russian Federation
with 40,000 tons, Saudi Arabia with 8,600 tons and Libya with 7,500 tons. Italy’s number

one apple export market continues to be Germany which takes 297,000 tons or over 40% of
total annual exports.

UNCLASSIFIED USDA Foreign Agricultural Service
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Italy Apple Exports by Marketing Year (July-June)
Tonnellate = Tons
MELE - ITALIA EXPORT
EXPORT PER CAMPAGNA COMMERCIALE (da luglio a giugno)
Fer] 2001100 FFIE] ] 0 FLCI
Paesi Tenmallate *1000 euro | Tonnellats *1000 suro [ Tonnelate *1000 euro | Tonneliste “1000 auro | Tannallate *1000 ewro | Tannseliats *1000 surs | Tennallake: * 1000 suro
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Slevenia 3208 83| 633 2218 3295 L 1.742 1 1.087 p| 2498 12380 3078 1572
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Italy Apple Exports by Marketing Year (July-June)
Tonnellate — ton
Prezzi medi — average price
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New Developments

The Italian Apple Testing Center in Laimburg, Alto Adige, in collaboration with the University
of Medicine in Salzburg, Germany, is carrying out research work for the development of an
allergen free apple. According to researchers at the Laimburg Center, over 80% of the
population is sensitive to birch pollen and has allergic reactions to apples as well. The project
is slated to begin next autumn.

UNCLASSIFIED USDA Foreign Agricultural Service
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PSD Table
Country Italy
(HA)(1000
Commodity Apples, Fresh TREES)(MT)
Revi
2005 sed 2006 Estimate 2007 Forecast
Post Post Post Post
USDA Esti Estimate USDA Estimate ~ USDA Post Estimate
Official mate New Official Estimate New Official ~ Estimate New
Market Year 07/2
Begin 005 07/2005 07/2006  07/2006 07/2007 07/2007
Area Planted 61696 0 61696 61650 0 61665 0 0 61188
Area Harvested 57136 0 57136 57100 0 57183 0 0 57123
Bearing Trees 0 0 0 0 0 0 0 0 0
Non-Bearing
Trees 0 0 0 0 0 0 0 0 0
Total Trees 0 0 0 0 0 0 0 0 0
Commercial
Production 2071000 0 2071000 1949000 0 1966000 0 0 2018000
Non-Comm.
Production 26000 0 26000 25000 0 25000 0 0 25000
Production 2097000 0 2097000 1974000 0 1991000 0 0 2043000
Imports 35221 0 35221 70000 0 37586 0 0 35000
Total Supply 2132221 0 2132221 2044000 0 2028586 0 0 2078000
Fresh Dom.
Consumption 1002437 0 1002437 944000 0 921103 0 0 953000
Exports, Fresh 729784 0 729784 700000 0 707483 0 0 725000
For Processing 400000 0 400000 400000 0 400000 0 0 400000
Withdrawal From
Market 0 0 0 0 0 0 0 0 0
Total Distribution 2132221 0 2132221 2044000 0 2028586 0 0 2078000

UNCLASSIFIED
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PSD Table
Country Italy
Apple Juice,
Commodity Concentrated MT)
2005 Revised 2006 Est 2007 Forecast
Post Post Post
USDA Post Est. USDA Post Est USDA Post Est
Official Est New Official Est New Official Est. New
Market Year

Begin 01/2005 01/2005 01/2006 01/2006 01/2007 01/2007
Delivery To
Processors 400000 0 400000 400000 0 400000 0 0 400000
Beginning
Stocks 6500 0 6500 1500 0 1500 0 0 0
Production 62000 0 62000 62000 0 62000 0 0 62000
Imports 15000 0 15000 18500 0 18500 0 0 19000
Total Supply 83500 0 83500 82000 0 82000 0 0 81000
Exports 70000 0 70000 70000 0 70000 0 0 70000
Domestic
Consumption 12000 0 12000 12000 0 12000 0 0 11000
Ending Stocks 1500 0 1500 0 0 0 0 0 0
Total
Distribution 83500 0 83500 82000 0 82000 0 0 81000
UNCLASSIFIED USDA Foreign Agricultural Service
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Fresh Pears - Italy and the EU face a decrease in pear production

Industry sources estimate a drop in pear production for both Europe and Italy. Italian pear
production in 2007 is estimated at 876,000 tons, down 90,000 tons from 2006 production.

Forecast of Pear Production in the EU

pere nell’Unione

[talia
Spagna
Francia
Olanda
Belgio
Portogallo
Grecia
Germania
Regno Unito
Danimarca
Totale
Polonia
Ungheria
Bulgaria
Rep. Ceca
Totale

838.000
521.000
248.000
225.000
231.000
188.000
54.000
61.000
34.000
5.000

2.405.000

87.000
31.000
4.000
2.000

2.530.000

2005

882.000
608.000
230.000
200.000
229.000
130.000
56.000
53.000
27.000
5.000
2.420.000
65.000
40.000
4.000
2.000

2532000  2.660.000

Fonte: elaborazioni Cso su dati Eurofel. |
= Tab. 1 - 2007’s forecast of pear production in the European Union (tons)

Source: CSO/Eurofel

Previsio- Var. %

2006 ne 2007 07/06
966.000  876.000 -9
535.000  453.000 -15
046.000  218.000 -11
234000  250.000  +7
268.000  280.000  +4
175.000  157.000 -10
45.000 61.000 36
57.000 55.000 -4
27.000 29.000  +7
6.000 6.000 =
2.560.000 2384000 -7
55.000 35000 -36
39.000 12.000  -69
4.000 3000 -25
2.000 3.000 +0
2437000 -8

However, according to Eurofel, the European Fresh Produce Association, while the 2007
Italian pear crop will be inferior in volume, it is expected to be superior in quality.
Approximately two thirds of total Italian pears are grown in the Emilia Romagna region and

70% of the production consists of the Abate Fetel, William and Conference varieties.

Italy is

still the largest European pear producer, and number two world-wide, with 43,000 hectares

of crop land.

and Holland and Belgium with 8%.

UNCLASSIFIED

Italy provides 35% of total EU pear production, followed by Spain with 25%,

USDA Foreign Agricultural Service
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Italian pear production forecasts by variety — tons (000)

S

" Previsione Var.%

Varieta 2004 2005 2006 2007 2007/06
Abate Fetel 260.000 282,000 328.000 310.000 =5
William B.C. 176,000 1H4.000 207.000 180.000 13
Conference 127.000 133.000 137.000 114.000 17
Decana del Comizio 53.000 45.000 55,000 48.000 -13
Kaiser 50,000 61,000 61.000 59.000 -3
Coscia-Ercalini 54.000 62.000 G2 000 &1.000 -2
Passacrassana 13,000 13.000 4.000 7.000 -22
Max Red 26.000 24.000 33.000 24,000 =27
Guyot 4,000 4.000 3.000 3.004 =
Altre 75.000 70000 74.000 59.000 -7
Totale 838.000 B882.000 §86.000 876.000 -4
Fonte: Cae,

Tab, 2 - Maly 2007 forecast of pear produchion by vanely (fons)

Pear Stocks

As of October 2006, there were 450,000 tons of pears in stocks, more or less the same
amount from the previous campaign, but the sales trend was slightly higher, and therefore,
by the end of March 2007 there was 21% fewer in stocks compared to 2006.

Trade

Italy exports on average 15-20% of its pear production. Over 93% of the Italian pear
exports remain within the European market: almost 50% to Germany, 18% to France, 8% to
UK, 5% to Austria and 3% to Greece. However, there has also been an increase in exports
to Russia, Switzerland, Croatia and Albania. Italy does not export pears to the U.S.

On average, Italian annual pear exports during the 2000-2004 period reached 130,000 tons,
roughly 15% of total production. During the 2005/2006 marketing year, Italian pear exports
were about 17% of total production, for a total of 154,000 tons.

Italy imports about 115,000 tons of pears annually, mainly from the southern hemisphere
countries of Argentina and Chile. Sixty percent of these imports occur during the March
through May period.

UNCLASSIFIED USDA Foreign Agricultural Service
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PSD Table
Country

Commodity

Market Year
Begin
Area Planted
Area
Harvested

Bearing Trees
Non-Bearing
Trees

Total Trees
Commercial
Production
Non-Comm.
Production

Production
Imports

Total Supply
Fresh Dom.
Consumption
Exports,
Fresh

For
Processing
Withdrawal
From Market
Total
Distribution

Italy
Pears,
Fresh

2005

USDA
Official

43420

39812
0

0
0

841000

40000
881000
120070

1001070

646636
154434
200000

0

1001070

UNCLASSIFIED

Revised

Post

Est.

07/2005
0

0
0

o

O O oo o

o

Post
Est.
New

07/2005
43420

39812
0

0
0

841000

40000
881000
120070

1001070

646636

154434

200000

0

1001070

2006 Est.
Post
USDA Post Est.
Official Est. New

07/2006 07/2006

42100

37890
0

0
0

858000

40000
898000
124000

1022000

685000

137000

200000

0]

1022000

0 42250
0 38512
0 0
0 0
0 0
0 880000
0 40000
0 920000
0 105219
0 1025219
0 646323
0 178896
0 200000
0 0
0 1025219

(HA) (1000
TREES)(MT)
2007 Forecast
USDA
Offici Post
al Est.
07/2007
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0

Post
Est.
New

07/2007
41849

38476
0

0
0

876000

40000
916000
120000

1036000

701000

135000

200000

0

1036000

USDA Foreign Agricultural Service
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Italy: Table Grapes

Industry sources report that 2007 was a very good year for Italian table grape production
with output not quite reaching the 2006 level of 1.5 million. Moreover, in the main growing
regions of Puglia, favorable 2007 weather created optimal conditions for producing top
quality table grapes of all varieties. However, while Puglia benefitted from good weather, the
torrential rains in Sicily during the months of May and June harmed the quality of that
region’s table grape production. The Italia grape variety represents half of total table grape
production in Puglia and over 70% of total table grape production in Sicily. Production of
seedless varieties, such as Apirena, continues to expand, but still represents a very small
portion of total Italian output.

Italian Table Grape Exports to Central-Northern European Countries
(Kg-kilos volume)

BIIIEAG
DY 275 498
CPIBEY AR

UNCLASSIFIED USDA Foreign Agricultural Service
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Trade

The export outlook for Italy’s 2007 table grape crop looks much better than 2006 did. In
2006, Italian table grape exports dropped by 17%, from almost 500,000 in 2005 to barely
more than 400,000 tons in 2006. Exports in 2006 were the worst in twenty years. Never
the less, all is not rosy.

Italian table grape exports have been in constant decline to all major export markets,
including Germany, which alone is the buyer of about one third of Italy’s exports of this crop.
Exports to non-EU countries remain stable but represent a small part of the total. There are
various reasons behind the export decline, the most significant being increased competition
from other Mediterranean basin countries where overall costs of production and services are
much lower than in Italy.

Another problem for Italian table grape exports is the diseconomies of scale in the sector.
Most Italian table grape producers are small farmers who sell their product to larger farmers,
who then resell to wholesalers and supermarkets. This structure, which increases the
number of intermediaries between producer and consumer, pushes farm gate prices down
and discourages individual producers from investing in marketing initiatives.

Italian domestic consumption continues to fall, and competition from other major table grape
producers in Asia, America, Africa and Oceania continues to increase due primarily to their
lower production costs. While these competitors are able to offer table grapes at a lower
price, the quality of the grapes is not on par with the Italian product. Price remains a major
factor in the decline of table grape consumption in Italy, and this has prompted the
industry’s consideration of methods to lower production costs in order to compete. Italian
industry sources note that producers will need to modify their production procedures and cut
costs for price-sensitive consumers who may not value quality factors, such as large size and
color uniformity over higher costs. The introduction of technological innovations,
development of producer associations in order to aggregate supply, standardization of
products, and better use of EU financial grants through the EC directive n#2200/96 are being
touted by the Italian table grape producer association as a means to maintain and expand
the Italian table grape market.

UNCLASSIFIED USDA Foreign Agricultural Service
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PSD Table
Country

Commodity

Market Year
Begin
Area Planted

Area Harvested
Commercial
Production
Non-Comm.
Production

Production
Imports
Total Supply

Fresh Dom.
Consumption

Exports, Fresh
For Processing
Withdrawal
From Market
Total
Distribution

Italy
Grapes, Table,
Fresh

2005 Revised

USDA Post
Official Estimate

01/2006

73900 0
71400 0
1578000 0
24300 0
1602300 0
20000 0
1622300 0
802000 0
500000 0
320300 0
0 0
1622300 0

UNCLASSIFIED

Post
Estimate
New

06/2005
73900
71400

1578000

24300
1602300
20000
1622300

802000
500000
320300

0

1622300

2006

USDA
Official

73800
71300

1600000

25000
1625000
20000
1645000

845000
500000
300000

0]

1645000

Estimate

Post
Estimate

01/2007
0
0

O O oo o

o O

USDA Foreign Agricultural Service

Post
Estimate
New

06/2006
72450
69938

1482000

24000
1506000
23069
1529069

805008
414061
310000

0]

1529069

(HA)Y(MT)
2007

USDA
Official

o

O O oo o

o O

Forecast

Post
Estimate

01/2008
0
0

O O oo o

o O

Post
Estimate
New

06/2007
72000
69500

1452000

25000
1477000
23000
1500000

700000
500000
300000

0]

1500000
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Average Fruit Price - 2006

€/kg

Product Average Price | Average Price | %o var.
2005 2006 200672005

Apples 1,51 1,43 + 6

Pears 1,85 1,75 + 6

Table Grapes 2,28 2,20 + 4

Source: CSO

Average Currency Exchange Rate 2005:

1€=0.844

Average Currency Exchange Rate 2006:

1€=0.759

UNCLASSIFIED

USDA Foreign Agricultural Service



